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VEMORANDUM OPI NI ON

NAMERCFF, Special Trial Judge: Respondent determ ned a

deficiency in petitioners’ 1995 Federal incone tax in the anount
of $3,851 plus an accuracy-rel ated penalty under section 6662(a)
of $770.20. Unless otherw se indicated, section references are
to the Internal Revenue Code in effect for the year at issue, and
all Rule references are to the Court’s Rules of Practice and

Pr ocedur e.



After concessions by both parties, the issues to be decided
are: (1) Wether petitioners are entitled to a deduction for
charitable contributions, (2) whether petitioners are entitled to
a deduction on Schedule A for m scell aneous busi ness expenses,

(3) whether petitioners are entitled to a deduction under section
179, (4) whether petitioners are entitled to deductions for hone
of fi ce expenses, and (5) whether petitioners are |iable for the
accuracy-rel ated penal ty.

Sone of the facts have been stipulated, and they are so
found. Petitioners resided in Canyon Lake, California, at the
time of the filing of their petition.

Charitabl e Contributions

Petitioners clainmed a deduction for charitable contributions
for $3,312, consisting of cash gifts of $412 and $2,900 of gifts
ot her than cash or check. A Form 8283, Noncash Charitable
Contri butions, was attached to the 1995 return and detail ed
contributions of four separate groups of property itenms, the fair
mar ket val ue of which allegedly totaled $2,900. Respondent
di sal l owed the entire clainmed deduction. Petitioners now concede
that they are not entitled to the deduction for the noncash gifts
as set forth on Form 8283, whil e respondent concedes that
petitioners have substantiated $81 of cash gifts.

Petitioner Don Coffrman (M. Coffrman) testified that part of

the cash gifts consisted of his estimate of currency that
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petitioners contributed when they went to church on Sundays. He
mai nt ai ned no records of such contributions. He did not
participate in the church’ s envel ope system whereby the church
woul d have a record of his donations. M. Coffrman estimted that
he gave no less than a $20 bill each tinme he attended the church.
On the other hand, Ms. Coffman testified with regard to one
check in the record that it was given to the church because they
did not have any cash at the time. Petitioners have not
i ndi cated the manner in which they determ ned the total anount
given to the church

Charitable contributions are deducti bl e under section 170
only if verified under regul ations prescribed by the Secretary.
See sec. 170(a)(1l). Pursuant to the regulations, contributions
of noney are required to be substantiated by one of the
followng: (1) A canceled check; (2) a receipt fromthe donee
charitabl e organi zati on show ng the nane of the donee, the date,
and the anount of the contribution; or (3) in the absence of a
cancel ed check or receipt, other reliable witten records show ng
t he nane of the donee, the date, and the anount of the

contri bution. See Thorpe v. Conmi ssioner, T.C. Menp. 1998-123;

sec. 1.170A-13 (a)(1), Income Tax Regs. Contributions of
property other than noney are required to be substantiated by a
recei pt fromthe donee charitabl e organizati on show ng the nane

and address of the donee, the date and | ocation of the



contribution, and a description of the property in detai
reasonably sufficient under the circunstances. See Thorpe v.

Commi ssi oner, supra; sec. 1.170A-13(b)(1), Incone Tax Regs.

Where it is unrealistic to obtain a receipt, taxpayers nust
maintain reliable witten records of their contributions. See

Daniel v. Commi ssioner, T.C Meno. 1997-328; sec. 1.170A-

13(b) (1), Inconme Tax Regs.

On this record, we hold that petitioners have failed to
substantiate any gifts of currency to their church.

The second category of charitable contribution consists of
seven checks witten by Ms. Coffrman totaling $285, to the
Tenmescal Canyon H gh School. Petitioners’ youngest daughter was
a senior at the high school. |In 1995, the parents and school
authorities decided to put on a graduation night party in the
formof an anmusenment park. They secured the services of an
i ndi vi dual who worked for the D sney conpany, who assisted the
various commttees in designing itens for the party. Many
parents and nei ghbors contributed to this function. The students
who attended this function had to pay an adm ssion fee, but
petitioners’ substantiation does not include any paynent for
adm ssion. Basically, petitioners and ot her parents were
spendi ng noney to fund a graduation party for the seniors. Their
pur pose of using the anusenent park theme to prevent “partying

and drinking” by the graduates is commendable, but it does not



el evate the cost of the party to a charitable deduction.
Respondent is sustained on this issue.

The third category of charitable contributions consists of a
check and a credit card slip show ng that Ms. Coffnman bought
certain itens in connection with a rummge sale for the benefit
of a children’s hospital. Ms. Coffman could not renenber what
she bought nor their values. Allegedly, she donated what she
purchased back to the hospital, but there is no substantiation of
that fact. Under these circunstances no charitable contribution
deduction is allowabl e.

M scel | aneous Busi ness Expenses

Petitioners claimmscell aneous busi ness expenses for job
search of $3,527, tax preparation of $124, safety deposit box of
$120, and professional dues of $245.22. M. Coffman is a
technical salesman in the glue industry. Petitioners concede the
j ob-hunting expense item and have adequately substanti ated
prof essi onal expenses of $185 to TAPPI (Technical Association of
Paper and Pul p Industry). The clained deduction for $192 for a
subscription to the Los Angel es Tines, a newspaper of general
distribution, does not qualify as a business deduction. See sec.

262; Wallendal v. Comm ssioner, 31 T.C 1249, 1252 (1959). No

informati on was submitted with regard to the tax preparation and

safety deposit box.



Section 179

Petitioners filed a Schedule C on which they clained a
section 179 deduction of $7,594. Petitioners agree that the
filing of the Schedule C was erroneous and that the clained
deducti on shoul d have been cl ained on Schedul e A as an enpl oyee
busi ness expense of M. Coffrman’s. Mbreover, the $7,594 is
conceded as an erroneous conbination of two conputer printouts,
one for $3,758 and one for $3,836, pertaining to the sane assets.
Therefore, the issue is whether petitioners are entitled to a
section 179 deduction for $3,758, with regard to petitioners’
cost for a conputer of $2,134, a printer/fax of $912, and a desk
and chair of $712. After a review of the record, we concl ude
that petitioners have substantiated the purchase of the desk and
chair for use in M. Coffman’s home office and that they are
entitled to a mscellaneous item zed deduction for $712. See
sec. 67(a).

Section 162(a) allows deductions for all the ordinary and
necessary expenses paid or incurred during the taxable year in
carrying on any trade or business. An “ordinary” expense is one
that relates to a transaction “of common or frequent occurrence

in the type of business involved’, Deputy v. du Pont, 308 U. S

488, 495 (1940), and a “necessary” expense is one that is
“appropriate and hel pful” for “the devel opment of the

petitioner’s business”, Wlch v. Helvering, 290 U. S. 111, 113




(1933). A trade or business includes the trade or business of

being an enployee. See O Malley v. Conmm ssioner, 91 T.C 352,

363-364 (1988); Prinmuth v. Comm ssioner, 54 T.C. 374, 377-378

(1970). Section 262(a) provides that no deduction shall be
al l owed for personal, living, or famly expenses.

Section 179 provides that a taxpayer nmay elect to expense in
the year placed in service the cost of section 179 property
acquired for use in the active conduct of a trade or business.
Section 280F(d)(3)(A), however, provides that an enpl oyee nay not
claima section 179 deduction for listed property unless the
enpl oyee’ s use of the |isted property is “for the conveni ence of
the enpl oyer” and “required as a condition of enploynent.”

Li sted property includes any conputer or peripheral equipnent.
See sec. 280F(d)(4)(A) (iv).

The “conveni ence of the enployer” and “required as a

condition of enploynent” tests are essentially the same. See

Benni nghoff v. Comm ssioner, 71 T.C 216, 218 (1978), affd. per

curiam614 F.2d 398 (5th Cir. 1980). 1In order to satisfy the
“condition of enployment” requirenment, the use of the property
must be required in order for the enployee to performthe duties
of his or her enploynent properly. See sec. 1.280F-6T(a)(2)(ii),
Tenporary I ncome Tax Regs., 49 Fed. Reg. 42713 (Cct. 24, 1984).
Whet her the use of the property is so required depends on all the

facts and circunstances. The standard is an objective one. See
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Dole v. Conm ssioner, 43 T.C. 697, 706 (1965), affd. per curiam

351 F.2d 308 (1st Cir. 1965). The enployer need not explicitly
require the enployee to use the property. Simlarly, a nere
statenent by the enployer that the use of the property is a
condition of enploynent is not sufficient. See sec. 1.280F-
6T(a)(2)(ii), Tenporary Incone Tax Regs., supra. Petitioners
have not denonstrated that the acquisition of the conputer

equi pnrent was for the convenience of M. Coffman’s enpl oyer
therefore, they are not entitled to a section 179 deduction for
t hose assets.

Hone O fice

Petitioners did not claima deduction for honme office on
their 1995 return, which failure petitioners contend was
i nadvertent. Petitioners nowclaimthat they are entitled to
cl ai m home office deductions totaling $6,902 pertaining to Ms.
Cof fman’ s Schedul e C busi ness and M. Coffman’ s enpl oynent.

Petitioners’ 1993 and 1994 Federal incone taxes were before
this Court in docket No. 22154-97S, for which Sumrmary Opi nion
1999-134 was filed on August 5, 1999. |In that opinion, we held
that M. Coffman was entitled to a deduction for home office
based upon 9 percent of the qualified expenses as an item zed
deduction on Schedule A. W held further that Ms. Coffman was

not entitled to a deduction for a hone office expense because of



the provisions of section 280A(c)(5) and the fact that her
Schedule C for D.C. Enterprises reflected a | oss of $3,311

In the case involving 1993 and 1994, respondent had not
contested the substantiation of the clained qualified expenses
whi ch petitioners used in conputing their hone office deductions.
In the instant case, respondent has agreed to accept the Court’s
findings for 1993 and 1994; however, respondent contends that
petitioners have not substantiated any of the itens naking up the
qual i fied expenses for purposes of the hone office deduction.
Petitioners have cl ained surprise and were not prepared at trial
to substantiate these itenms. Accordingly, the Court kept the
record open for purposes of receiving in evidence copies of
petitioners’ substantiating docunents with respect to insurance
and utilities. |Interest and taxes were al ready docunented and
unchal I enged on the 1995 Form 1040 Schedul e A

Subsequently, petitioners filed a notion to suppl enent the
record offering: (1) A revised Form 8829, Expenses for Business
Use of Your Home (marked for identification as Exhibit 8-P); (2)
two prem um statenents fromFireman’s Fund | nsurance Co. (marked
for identification as Exhibit 9-P); (3) a bill show ng paynents
for water service, power and sewer for March 1, 1994 through 1996
(marked for identification as Exhibit 10-P); (4) records of fire
i nsurance fromCal-Vet Fire Insurance and TI G I nsurance (marked

for identification as Exhibit 11-P); (5) 11 pages of cancel ed
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checks reflecting paynents of various phone bills and utilities
(marked for identification as Exhibit 12-P); (6) 15 pages of
tel ephone bills (marked for identification as Exhibit 13-P); and
(7) 17 pages of various receipts and charge card statenents
purporting to show additional purchases with regard to repairs
and mai ntenance (marked for identification as Exhibit 14-P)
Many of these exhibits contained additional material witten on
them by petitioners. Respondent filed an objection to
petitioners’ notion to supplenent the record. |In the nmain,
respondent’ s objections go to the weight of the proffered
evi dence and not to its admssibility. However, we sustain
respondent’s objection with regard to Exhibit 14-P as not being
responsive to the Court’s order and for |ack of foundation. In
addi tion, none of the handwitten material will be considered, as
it is testinmonial and not self-authenticating. Moreover, the
first seven pages submtted with petitioners’ cover letter we
consider as part of petitioners’ notion and not as docunentation,
i nasmuch as they are testinonial; they are not admtted.

Wth regard to a hone office deduction for Ms. Coffman, we
note that her testinony generally supports the conclusion that 9
percent of the honme was used by her exclusively for her then
business entitled D.C. Enterprises, a dog-groom ng and breedi ng
busi ness. For 1995, she reported a net profit fromthat business

of $406. Section 280A(c)(5) requires the allocation of itens
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whi ch woul d be all owed as deductions regardl ess of the business
use of the home, such as interest and taxes on the residence,
before allocating other itens, such as insurance, utilities,
repairs, etc. Petitioners reported real estate taxes of $5, 311
and nortgage interest of $12,540, 9 percent of which exceeds the
net profit reported on Ms. Coffman’s Schedule C. Accordingly,
we allow Ms. Coffrman a Schedul e C deduction for interest and
taxes for the home office expenses of $406, which amount will
reduce the item zed deductions on Schedul e A

Simlarly, wwth respect to M. Coffrman’s hone office, we
allow him9 percent of the item zed deductions for real estate
tax and interest paid, as well as 9 percent of his Southern
California Edi son expense of $2,246.09 (electricity) and CLPOA
expense of $3,709 (property association dues). W further allow
a deduction for tel ephone expense for M. Coffnman’s business |ine
of $81.88. Except for the interest and taxes, the allowabl e
deductions are m scell aneous item zed deductions subject to the
l[imtations set forth in section 67(a). None of the other
docunent ati on subm tted substanti ates deductible itens w thout
further testinony and explanation. Petitioners did not make a
habit of identifying the purpose of their checks on the neno

line.



Section 6662(a)

Section 6662(a) inposes a penalty of 20 percent on any
portion of an underpaynent of tax that is attributable to
negl i gence or disregard of rules or regulations. See sec.
6662(a) and (b)(1). “Negligence” is defined as any failure to
make a reasonable attenpt to conply with the provisions of the
I nt ernal Revenue Code, to exercise ordinary and reasonabl e care
in the preparation of a tax return, and to keep adequate books
and records, or to substantiate itens properly. See sec. 1.6662-
3(b)(1), Incone Tax Regs. The term “disregard” includes any
carel ess, reckless, or intentional disregard of rules or
regul ations. See sec. 6662(c).

Section 6664(c) provides that the penalty under section
6662(a) shall not apply to any portion of an underpaynment if it
is shown that there was reasonabl e cause for the taxpayer’s
position with respect to that portion and that the taxpayer acted
in good faith with respect to that portion. See sec. 6664(c)(1).
The determ nation of whether a taxpayer acted with reasonabl e
cause and good faith within the neaning of section 6664(c)(1) is
made on a case-by-case basis, taking into account all the
pertinent facts and circunstances. See sec. 1.6664-4(b)(1),
| ncome Tax Regs.

Taxpayers are required to keep adequate books and records

sufficient to establish the anobunt of deductions and other itens
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required to be shown on their returns. Failure to nmaintain
adequat e books and records or to substantiate itens properly
constitutes negligence. See sec. 1.6662-3(b)(1), Incone Tax
Regs.

Not wi t hst andi ng petitioners’ belief and testinony that they
made a good-faith effort to determne their inconme tax liability,
we hold that petitioners are liable for the accuracy-rel ated
penalty as it pertains to the issues described above pertai ning
to the disallowed charitable contributions, job expenses, and
section 179 deduction, except as to that portion of the latter
relating to the duplication occasioned by the conmputer error.

Deci sion will be entered

under Rul e 155.




